This chapter describes an in-depth analysis of successful and unsuccessful offshore custom software development (CSD) projects. Offshore projects tend to be unsuccessful, because physical, time, cultural, organizational, and stakeholder distances negatively influence communication and knowledge exchange between onshore and offshore project team members. The success rate of 19 offshore CSD projects was characterized with regard to scope, quality, time, and costs, by interviewing onshore and offshore project managers. Unsuccessful projects had a complex organization and team members who did not work together in previous projects. All reasons for success and failure were categorized and compared. A characteristic that successful projects had in common was the availability of informal mutual adjustment, which means facilitating the informal communication between the team members in the right way. A major characteristic that unsuccessful projects had in common was improper planning, which has a large influence on the team results in an offshore CSD project. The implementation of standards was neither mentioned by the successful projects as a major reason for success, nor by the unsuccessful projects as a major reason for failure. This research advises that in order to be successful, a project manager of a new offshore CSD project should not spend too much time on standards, but on planning and informal mutual adjustment.
Introduction
Offshoring information technology (IT) services continue to grow with double digit figures, despite an estimated 50 percent failure rate (McCue, 2005) . Moreover, the figure is not lower for custom software development (CSD) projects with substantial offshore components, this figure is, unfortunately, not lower. The sustaining importance of CSD projects and the tendency to offshore them justifies studying the factors that influence the success rate of this kind of projects.
Companies decide to offshore custom software development (CSD) projects or parts thereof to low-wage countries in order to cut the costs, enter a new labor pool, enter new markets, increase the quality of service, or reduce the time to market (Ravichandran and Ahmed, 1993; Krishna et al., 2004; Aspray et al., 2006; Willcocks and Lacity, 2006) .
Unfortunately, most of these goals are reached partly or not at all: more overhead causes higher costs (Kuni and Bhushan, 2006) , labor forces are as quickly lost as acquired (Farrell, 2006) , new entrants from the offshore countries increase competition (Narayan, 2006), quality is not as high as intended (Conchuir et al., 2006) , and projects take more time than was expected (Herbsleb et al., 2001 ). This development raises the question:
Which coordination measures can be considered as success factors or failure factors in offshore CSD projects?
From a business perspective, an answer to this question would help IT service providers and other companies to set up efficient cooperation with colleagues in another country. It would help IT service providers to benefit from an improved offshore image that is caused by more successfully delivered projects, and it would help customers to reach the desired goals.
From a scientific point of view, an in-depth qualitative research about the influence of offshore locations on collaboration in teams, contributes to a better understanding of the organization and management of offshore IT projects (Damian and Moitra, 2006) .
In order to answer the main research question, this research focuses on CSD projects, because these are offshored most often (Gartner, 2005) . In this research, all offshore CSD projects were in scope, as long as they comprised an onshore front-office team and an offshore back-office team. At the start of this research, the following sub-questions were defined:
When are offshore CSD projects successful? 1.
Why are offshore CSD projects often less successful? 2.
What are common characteristics of successful and unsuccessful offshore CSD 3.
projects?
The answers on the first two questions were found by researching scientific literature, and are described in the next section. The third question was answered by analyzing and comparing 19 offshore CSD projects of different sizes, duration, type of customer, complexity, and other characteristics. By interviewing both offshore and onshore project managers, customers, and project members, the successfulness of the projects was determined. The interviews delivered many reasons for success or failure, which were compared with the successfulness of the projects. The research method, results, conclusions, and points for further research are described in the rest of this chapter.
